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SUBJECT:PACIFIC - ATLANTIC COAST OIL PIPELINE 

REF: GUATEMALA 1181 

1 . CAPICO OFFICIALS HAVE AGAIN APPROACHED FEA WITH 
CLAIMS OF GOG ENDORSEMENT "AT CABINET LEVEL” OF THEIR 
TRANS-GUATEMALA PIPELINE PROPOSAL. SPECIFICALLY, CAPICO 
CLAIMS IN FEBRUARY 23 LETTER 
"SINCE SEPTEMBER 1975, NEGOTIATIONS HAVE BEEN 
CARRIED OUT WITH THE GOVERNMENT OF GUATEMALA AND AT 
ITS REQUEST A FORMAL PROPOSAL WAS SUBMITTED. THIS PRO- 
POSAL HAS BEEN STUDIED AND ACCEPTED AT CABINET LEVEL 
AND CONTRACTUAL ARRANGEMENTS ARE BEING FINALIZED. AREAS 
UTILIZED BY THE TRANS-GUATEMALA PIPELINE WILL BE 
DECLARED TO HAVE A FREE-PORT STATUS FOR THE MOVEMENT 
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OF HYDROCARBONS EXCLUSIVELY. THUS. ALASKAN CRUDE WILL 
NOT LEGALLY ENTER A FOREIGN COUNTRY AND WILL TRAVERSE 
GUATEMALA ONLY IN BOND AND UNDER CUSTODY AS IN ANY OTHER 
INTERNATIONALLY ACCEPTED FREE-PORT. THE PIPELINE WILL 
BE UNDERGROUND AND MAXIMUM SECURITY WILL BE PROVIDED. 

NO NEW TREATY REQUIREMENTS BETWEEN THE U.S.A. AND 
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GUATEMALA ARE EXPECTED AS EXISTING TREATIES RATIFIED 

BY THE CONGRESS OF BOTH COUNTRIES ARE IN EFFECT COVERING 
ALL ASPECTS OF MUTUAL ASSISTANCE AND COOPERATION." 

2. AS STATED IN PREVIOUS CABLES ON THIS SUBJECT, FEA 
CONTINUES TO BELIEVE THAT CAPICO PROJECT IS NOT VIABLE 
AND SHOULD NOT BE ENCOURAGED BY USG. HOWEVER, IF GALLO 
IS ABLE TO BUILD A PIPELINE ACROSS GUATEMALA, FEA 
NEEDSTOTAKE ACCOUNT OF IT. THEREFORE, EMBASSY IS RE- 
QUESTED TO INQUIRE IN A LOW KEY MANNER ABOUT THE EXTENT 
OF ENDORSEMENT GIVEN THE PROJECT BY THE GOVERNMENT OF 
GUATEMALA. SPECIFICALLY, IS IT TRUE THAT THE GALLO 
PROPOSAL HAS BEEN "ACCEPTED AT THE CABINET LEVEL", AND 

IS SO, WHAT IS THE SIGNIFICANCE OF THAT ACCEPTANCE? FEA 
WOULD ALSO APPRECIATE ANY INFORMATION EMBASSY MAY BE 
ABLE TO SUPPLY ABOUT THE RISK OF EARTHQUAKE IN THE VICI- 
NITY OF THE PROPOSED PIPELINE ROUTE. 

3. WOULD APPRECIATE AN EARLY RESPONSE. PLEASE SLUG 
REPLY TO CLEMENT MALIN, FEA. 

VANCE 
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